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IBRD Loan 


The World Bank on October 9 made a loan equiv- 
alent to US$13 million for the construction of a new 
port at Guayaquil, Ecuador’s largest city and main 
port. The National Bank of Washington, D.C., is par- 
ticipating in the loan to the extent of $100,000. This 
represents $50,000 of each of the first two maturities, 
which fall due on February 1 and August 1, 1963. 

The loan raised to the equivalent of $45.6 million 
the net total lent by the Bank in Ecuador. Earlier loans 
were $22 million for highway construction and mainte- 
nance, $10 million for the expansion of power supplies 
in Quito, and $600,000 for the Ecuadoran railways. 

The new port will enable bigger ships to reach 
Guayaquil, cut down turnaround time, and reduce the 
need for lighterage. This will lead to substantial savings 
and will allow a growing volume of trade to be handled 
without congestion. The total cost of the project is the 
equivalent of $19.1 million, of which $13 million will 


Europe 


U.K. Balance of Payments 

In the first half of 1958, the United Kingdom had a 
balance of payments surplus on current account of 
£334 million; the trade surplus alone was £137 million. 
For the year ended June 30, 1958, the current account 
surplus amounted to £488 million, the highest yearly 
figure recorded since balance of payments estimates 
have been officially prepared. 

The prime cause of the improvement in Britain’s 
current trading position between the first half of 1957 
and the first half of 1958 was a change of £162 million 
in the trade balance; this improvement was more than 
accounted for by a reduction of £191 million in imports, 
mainly because of lower import prices. The balance 
on account of invisibles also improved significantly. 
In particular, there were substantial increases over the 
past 18 months in net overseas earnings from shipping 
and from sales of oil. On the other hand, the deficit 
on government account increased mainly because of 
lower receipts from U.S. defense aid and offshore 
purchases. 

There was a net outflow of £114 million of long-term 
capital, and current and long-term capital transactions 
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be in foreign currency and will be covered by the Bank’s 
loan. 

The loan was made to the Guayaquil Port Authority, 
an autonomous agency created in April this year to 
operate the existing port and to construct and operate 
the new one. The Authority will retain consulting engi- 
neers to plan and supervise the project and will award 
contracts on the basis of international bidding. The 
main construction contract is expected to be awarded in 
the summer of 1959, and the new port should be ready 
for use in 1962. 

The loan is for 25 years and bears interest, including 
the 1 per cent commission that is allocated to the 
Bank’s Special Reserve, at 5% per cent. Amortization 
will begin on February 1, 1963. The loan is guaran- 
teed by the Government of Ecuador. 

Source: International Bank for Reconstruction and 
Development, Press Release, Washington, 
D.C., October 9, 1958. 


showed a net credit of £220 million. Net overseas 
investment was directed almost entirely to the rest of 
the sterling area, and there was a small net inflow into 
the United Kingdom from the non-sterling world. 

Gold and dollar reserves increased by £287 million, 
and this was not accompanied, as similar increases 
have been in the past, by any enlargement of the 
United Kingdom’s sterling liabilities overseas. Although 
total sterling balances showed almost no net change, 
there was a quite significant change in their distribu- 
tion. The holdings of the rest of the sterling area fell 
(against the seasonal trend) by £76 million, while the 
holdings of the non-sterling countries rose by £77 
million. The decline in the holdings of the rest of the 
sterling area reflects primarily the falling export incomes 
of certain sterling area countries as a result of the 
decline in commodity prices. 

The Times says that for the second half of 1958 the 
U.K. trade and balance of payments figures are not 
expected to be as favorable as in the first half. First, 
import prices are unlikely to remain at their extremely 
depressed level, although there is also no indication, at 
least as yet, that they will regain the level of 18 months 
ago. Second, in the last two or three months there 
have been some signs that the slump in commodity 
prices is beginning to cause some of the sterling area 
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countries to reduce their imports from the United 
Kingdom. Nevertheless, it is believed that in the 
second half of 1958 there will be a respectable current 
account surplus. 


Source: The Times, London, England, October 14, 
1958. 


Public Investment in the United Kingdom 

The Chancellor of the Exchequer announced on 
October 16 that the U.K. Government had decided to 
remove the ceiling imposed in September 1957 on 
investment in the public sector (see this News Survey, 
Vol. X, p. 115). As a result, total public investment 
in the year 1959-60 is likely to be appreciably higher 
than this year or last. 

A limit on public investment was one of the measures 
introduced in September 1957 to reduce the pressure 
of demand. It is one of the last to be removed; but it 
must be remembered that, while the Government can 
only offer incentives to encourage the expansion of 
the private sector of the economy, an increase in public 
investment can be achieved more quickly and directly 
by administrative action. It is understood that the 
general increase in public investment is not to be taken 
as implying a large increase in any individual programs. 
Indeed, there may be some projects for which no 
increase could be justified at present on the grounds 
of inadequate supply. 

The latest move is part of the Government’s general 
policy of a relaxation of restrictions from a position 
of the growing strength of sterling and of gold and 
dollar reserves. This policy also fits in with the expec- 
tation of some further rise in unemployment and a fall 
in demand in the immediate future. 

Source: The Times, London, England, October 17, 
1958. 


Reduction in Discount Rate of Bank of France 

The basic discount rate of the Bank of France was 
reduced from 5 per cent to 4% per cent on October 16. 
The penalty rate that banks have to pay for central 
bank credit above their individual credit ceilings was 
lowered from 6 per cent to 7 per cent for above-ceiling 
rediscounts not exceeding one tenth of the ceiling, and 
it was left unchanged at 10 per cent for rediscounts 
exceeding the ceiling by more than one tenth. 

In the past year and a half, the purpose of monetary 
policy was to combat inflation, and a series of measures 
were taken to restrict credit, including an increase in 
the discount rate, from 4 per cent to 5 per cent, on 
August 12, 1957 (see this News Survey, Vol. X, p. 50). 
The recent measure indicates a moderate relaxation of 
monetary policy, following a reduction in the rate of 
economic expansion and some improvement in the bal- 
ance of payments since June. No measures have been 
taken to increase the volume of credit directly. The 


flow of some $300 million of gold and foreign exchange 
into official channels since June, has, by itself, resulted 
in an increase in the money supply. Restrictions on 
consumer credit may be relaxed in the near future. 
For the moment, however, the Bank of France has not 
considered it wise to relax credit restrictions further, 
since the inflationary dangers have not yet disappeared 
and the country is not experiencing any real recession. 

The recent reduction brings the French discount 
rate more in line with those in most European coun- 
tries, and it is not expected to give rise to any large 
international flows of capital. 


Source: Le Monde, Paris, France, October 17, 1958. 


Belgian Coal Prices 

Effective October 1, Belgian coal producers granted 
to consumers of industrial coal a discount of 10 per 
cent on purchases, calculated on a quarterly basis, in 
excess of 80 per cent of those in the corresponding 
period of 1957-58 (the coal year starts on February 1). 
No discount was granted to consumers of domestic coal 
(i.e., coal used in households), with the exception of a 
discount of BF 50 or BF 100 per ton granted to con- 
sumers of boulets, the amount of discount depending 
on the ash content of the coal. The producers decided 
also to avail themselves of Article 60 of the treaty 
establishing the European Community for Coal and 
Steel (ECCS) and to align their prices of industrial 
coal with those offered by competitors inside or outside 
the ECCS area. 

The measures are designed to ease marketing diffi- 
culties (see this News Survey, Vol. XI, p. 19). Stocks 
of coal at pit heads in Belgium increased from 600,000 
tons at the end of September 1957 to 6.3 million tons 
on October 10, 1958. The new pricing practices were 
adopted following negotiations at the Ministry of Eco- 
nomic Affairs in which both coal producers and coal 
consumers participated. During these negotiations, the 
authorities put emphasis on the need to keep unemploy- 
ment in mines as low as possible. They also recognized 
the advisability of a reduction in coal imports originat- 
ing from countries outside the ECCS, and stated that 
their efforts, particularly within the framework of the 
ECCS, to reduce such imports would be intensified. 
Sources: La Libre Belgique, September 28, 1958, and 

Agence Economique et Financiére, Septem- 
ber 28/29, and October 15, 1958, Brussels, 
Belgium. 


Production and Employment in Denmark 

Industrial production in Denmark in the first half 
of 1958 was 2 per cent less than in the same period 
in 1957; however, in July it was only 1 per cent less 
than a year earlier, and in August it reached the same 
level as in August 1957. The decrease this year has 
been particularly noticeable in the textile industry. 





INTERNATIONAL FINANCIAL News SurVEY, October 24, 1958 


In agriculture, output of animal products in the first 
quarter of 1958 was 4 per cent above last year’s level; 
in the second quarter, however, it was only 2 per cent 
above production in the same quarter in 1957; and in 
the third quarter, the rate of increase continued to 
decline. The decrease has been especially sharp in 
the dairy industry, which has been hardest hit by the 
decline in export prices. Prospects for the coming crop 
year do not appear very bright; the 1958 grain harvest 
is estimated to be some 6 per cent less than last year’s 
harvest. 

Employment in industry has generally followed pro- 
duction developments and has been somewhat lower 
than in 1957; this tendency has been noticed also in 
the agricultural sector. In the first four months of 1958, 
unemployment was considerably higher than in the 
corresponding months of 1957; but recently the situa- 
tion has improved, particularly in the building industry, 
owing to seasonal factors. 


Sources: Statistiske Efterretninger, August 28, and 


September 25, 1958, and Finanstidende, 
October 3, 1958, Copenhagen, Denmark. 


Finnish-Soviet Trade 


Finnish imports from the U.S.S.R. in 1958 were set 
at 537 million rubles under a trade agreement between 
the two countries. Purchase agreements signed thus 
far, however, are for only 474 million rubles, and the 
total for the year is expected to be 506-515 million 
rubles. If the decline in import prices is taken into 
account, the volume of imports this year may not differ 
much from that of 1957. 

The composition of trade indicates sharp differences 
between the planned and actual imports. The value of 
imports of automobiles is expected to be about 20 mil- 
lion rubles instead of the planned 60 million. The 
Soviet share in Finnish automobile imports has declined 
from 26 per cent last year to 12 per cent this year. 
Imports of gasoline also will be substantially lower than 
had been expected. However, purchases of other oil 
products will be greater than originally estimated; at 
present, Finland imports five sixths of its crude oil 
requirements from the U.S.S.R. 

Imports of iron and steel will be about one fourth 
less than expected as a result of decreased building 
activity in Finland. For chemicals, imports will be 
some 3-4 million rubles less than in the agreement; this 
is due more to the inability of the U.S.S.R. to deliver 
than to lack of interest by the importers. Imports of 
coarse grain, bread grain, coal, fertilizer, metals, and 


cotton are expected to be much higher than foreseen 
in the agreement. 


Source: Hufvudstadsbladet, Helsinki, Finland, Octo- 
ber 9, 1958. 


Price Measures in Italy 


The Italian Government took a number of measures 
in September, designed to stem the continuous increase 
in food prices, which has been the main factor behind 
the rise of nearly 6 per cent in the cost of living over 
the past year. The ban on imports of butter, which 
had been imposed in March to prevent the wholesale 
price of butter from sagging below Lit 500 per kilogram, 
was lifted after the price had risen to nearly Lit 1,000. 
Moreover, the Government decided not to levy duties 
on imports of 60,000 metric tons of high-grade seed 
potatoes, and it proposed to Parliament that customs 
duties on tractors and agricultural machinery be 
reduced. Certain provisions were also made for the 
public financing of new storage facilities for perishable 
foods. 

In addition, the Government announced that it 
would shortly introduce legislation concerning the pro- 
duction and marketing of olive oil, and that it would 
regulate the marketing of certain other foodstuffs, with 
a view toward decreasing distribution costs and protect- 
ing producers and consumers against superfluous inter- 
mediaries and excessive profits by middlemen. The 
first of the marketing regulations, covering trade in 
fruits and vegetables, meat, and fish products, became 
law on October 18. 


Sources: 24 Ore, Milan, Italy, October 1 and 18, 1958; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
Oczrober 2, 1958. 


Production in West Germany 

The economic outlook in West Germany is now 
judged rather optimistically, not only in view of devel- 
opments in the United States but also on the basis of 
a number of domestic trends. Favorable expectations 
are related to the full employment this summer and to 
the continued strong demand for high ranking con- 
sumer goods. As a result of the marked expansion in 
building activity, the number of unemployed fell at 
the end of August to 332,609, the lowest figure recorded 
in the postwar period. 

Inventories in trade and industry are, on the whole, 
no longer being drawn down; their reduction late last 
year and early this year had contributed substantially 
to the slowing down in industrial activity. Orders may 
be expected to increase again, particularly in view of 
generally rising activity in the autumn and of special 
demand for Christmas trade. For industry as a whole, 
orders in July of this year were 1.6 per cent higher 
than in July 1957, whereas in each of the first five 
months of this year they had been below the level of 
the corresponding month a year earlier. The recent 
increase has been due primarily to higher domestic 
orders for investment goods; foreign orders for such 
goods have declined. 
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The new orders booked and the developments in 
production still show considerable variation between 
industrial sectors. In July 1958, the annual rate of 
expansion amounted to 7.4 per cent in the investment 
goods industries (23.1 per cent in vehicle production, 
19.7 per cent in the electrotechnical industries), 4.2 per 
cent in the basic materials and producer goods indus- 
tries, and 1.4 per cent in the consumer goods industries. 
For industry as a whole, the rate was 3.6 per cent, 
exceeding that earlier in the summer. 

In some industries, however, there are a number 
of problems resulting from structural changes in 
demand or from changes in the technological field. This 
is true particularly of the textile industry, especially the 
branch producing certain artificial fibers where output 
decreased considerably in the first seven months of 
this year. Developments have been unsatisfactory also 
in the cycle industry, and in certain export-intensive 
sectors, particularly shipbuilding and the industries 
manufacturing optical and precision tools. 


Source: Der Volkswirt, Frankfurt am Main, Germany, 
September 13, 1958. 


Austria's Trade with Eastern Europe 

A report on Austria’s trade with Eastern Europe 
(Albania, Bulgaria, Czechoslovakia, Hungary, Poland, 
Rumania, the Soviet Union, Yugoslavia, and, in the 
postwar period, East Germany), published by the Aus- 
trian Institute of Economic Research, shows that 
between 1937 and 1957 Austria’s exports (calculated 
at 1957 prices) to that area increased by 36 per cent. 
Because of the much larger increase in Austria’s trade 
with the West, however, the share of the Eastern 
European countries in Austria’s total commercial 
exports decreased from 33 per cent in 1937 to 16.5 
per cent in 1957. (If Austria’s compensation deliveries 
to the Soviet Union are taken into account, Eastern 
Europe’s share in the total amounted to approximately 
20 per cent in 1957.) Imports from Eastern European 
countries amounted to 11.9 per cent of Austria’s total 
imports in 1957; they were equal to about 60 per cent 
(excluding East Germany, 54 per cent) of imports 
in 1937. 

The decline in imports is attributed largely to struc- 
tural changes in Austria’s foreign trade. Before the 
war, Austria used to import from Eastern Europe 
mainly foodstuffs and raw materials, the demand for 
which has risen relatively little in the postwar years, 
while production in Austria has increased sharply. In 
1937, 75 per cent of Austria’s food imports originated 
in Eastern Europe, but in 1957 the proportion was 
only 21 per cent. Wheat imports decreased from 
230,000 tons in 1937 to 4,000 tons in 1957; and only 
19 per cent of Austria’s maize imports came from 
Eastern Europe last year, compared with 87 per cent 


in 1937. The proportion of fuel imports from Eastern 
Europe declined from 58 per cent in 1937 to 35 per 
cent in 1957. 

Major structural changes occurred in the composi- 
tion of Austria’s exports to Eastern European countries. 
In 1937 raw materials accounted for 25 per cent, but 
in 1957 for only 6 per cent, of Austria’s exports to 
that area. On the other hand, the proportion for 
machinery and vehicles increased from 14 per cent 
in 1937 to 32 per cent in 1957 (to 38 per cent when 
compensation deliveries to the Soviet Union are 
included). The importance of investment goods in 
Austria’s trade with Eastern Europe is illustrated by the 
fact that 37 per cent (including compensation deliv- 
eries to the Soviet Union, 44 per cent) of Austria’s 
total machinery and vehicle exports in 1957 went to 
Eastern Europe. 

The Institute of Economic Research regards the 
“schilling gap” as the principal problem to be faced 
by Austria in its trade with the Eastern European 
countries. At the end of July 1958, the clearing 
accounts with the Eastern European countries showed 
a balance equivalent to some US$19 million in favor 
of Austria. In the absence of a link between the 
multilateral payments system of the West and the 
bilateral payments system of Eastern Europe, an in- 
crease in Austria’s imports from the Eastern European 
countries appears to be necessary. There is perhaps 
scope for greater imports of agricultural products 
(especially of maize and tobacco) from Eastern Europe 
if they can be obtained at competitive prices, though 
some overlapping with the U.S. agricultural surplus 
program might ensue; in the long run, however, Austria 
may have to envisage greater imports of industrial 
products from Eastern Europe. 

Source: Osterreichisches Institut fiir Wirtschaftsfor- 


schung, Monatsberichte, Vienna, Austria, 
August 1958. 


Middle East 


Libyan Budget for 1958-59 

The budget of the Federal Government of Libya will 
be balanced at L£12.4 million in the financial year end- 
ing March 30, 1959. This is the largest budget in the 
history of the country, exceeding by L£2.3 million that 
of the preceding year. The largest part of revenue will 
be derived from foreign assistance, with the United 
States contributing L£3.4 million, the United Kingdom 
L£3.25 million, and France L£0.25 million. Domestic 
sources of revenue will provide 1.£5.4 million. On the 
expenditure side, the Federal Government will have a 
recurrent expenditure of L£4.3 million and development 
expenditures of L£2.7 million. Grants-in-aid to the 
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provinces of Tripolitania, Cyrenaica, and Fezzan will 
absorb the remaining L£5.4 million. These figures are 
exclusive of US$18.5 million provided by the U.S. 
International Cooperation Administration and the 
Development Loan Fund. 


Source: Middle East Economic Digest, London, Eng- 
land, October 3, 1958. 


Land Reform in Syria 

An Agrarian Reform Law for the Syrian region of 
the United Arab Republic, on the same lines as the 
Egyptian Land Reform Law of September 1952, was 
promulgated on September 27, 1958. The maximum 
individual holding is fixed at 80 hectares of irrigated 
land or 300 hectares of rain-irrigated land (1 hectare = 
2.471 acres). In addition, a landowner can transfer 
up to 10 hectares of irrigated land or 40 hectares of 
nonirrigated land to his wife or children, on condition 
that the total thus disposed of does not exceed 40 
hectares of irrigated or 160 hectares of nonirrigated 
land. These limits do not apply to land owned by 
companies for industrial purposes or by limited com- 
panies and cooperative societies for the purpose of 
improvement and eventual sale. Compensation equal 
to ten times the average rental value over three years 
will be paid in government bonds bearing 1% per cent 
interest and redeemable in 40 yearly installments. 

The land thus expropriated will be distributed among 
small farmers, with priority to the peasants now work- 
ing on the land involved, in lots of a minimum area of 
8 hectares of irrigated land or 30 hectares of non- 
irrigated land. The beneficiaries will pay the price of 
the land plus 10 per cent for administrative expenses 
over the same period of 40 years at 1% per cent in- 
terest. The Law provides for the establishment of agri- 
cultural cooperative societies to assist the new owners. 

Arable land in Syria is estimated at 7.1 million 
hectares (out of a total area of 18.4 million). The 
area actually cultivated was expanded from 2.3 million 
hectares in 1945 to 4.6 million hectares by the end of 
1956. The latter figure includes 682,000 hectares of 
irrigated land and 3.9 million hectares of land culti- 
vated under rainfall. 

Shortly before the Agrarian Reform Law, the consti- 
tution of a new Agricultural Bank to be established in 
Syria was announced. The bank will have a capital 
of LS 100 million supplied entirely by the Government. 
Its main function will be to make short-term and long- 
term loans to farmers and to agricultural cooperative 
societies, but it will also be able to acquire state land, to 
resell it after bringing it fully under cultivation. 
Source: Middle East Economic Digest, London, Eng- 

land, October 3, 1958. 


Annual Report of State Bank of Pakistan 

The Governor of the State Bank of Pakistan, address- 
ing the tenth annual meeting of the Bank’s shareholders, 
stated that the economic situation in Pakistan had 
deteriorated during the year ended June 1958. The 
money supply increased by PRs 351 million, and do- 
mestic prices reached new high figures. Although the 
rise in the money supply was less than in the previous 
year, this was due to the fact that foreign exchange 
reserves fell by PRs 320 million, against a decline of 
PRs 194 million in the year ended June 30, 1957. The 
main factor in the increased inflationary pressure was 
bank financing of the government budget deficit of 
PRs 699 million. Credit to the private sector expanded 
very little. At the same time, the supply of goods on 
the domestic market was adversely affected by a smaller 
rice crop and by the failure of domestic industry to 
operate at full capacity, owing to shortages of imported 
raw materials and spare parts. 

Exports showed the effect of both the decline in 
world raw material prices and the growing domestic 
inflationary pressure. The price of jute “export firsts” 
in Narayanganj declined by 20 per cent in 1957-58, 
and there was a sharp decline in exports of cotton 
manufactures and tea as a result of an increase in 
domestic consumption. The value of exports of cotton 
manufactures, which had risen rapidly after the devalu- 
ation of the Pakistan rupee in July 1955, dropped 
from PRs 95 million in 1956-57 to PRs 34 million in 
1957-58; and the sustained decline in tea exports 
lowered them to 7 million pounds (in 1951-52 they 
had been 34 million pounds). As a result, the value 
of total exports declined by PRs 173 million, to 
PRs 1,528 million. 

The Governor, discussing measures to improve eco- 
nomic conditions, pointed out the need to bring about a 
quick increase in agricultural production by putting 
new land under cultivation and by using fertilizers, 
better seeds, and newer techniques. To enable domestic 
industry to operate at full capacity, imports of raw 
materials and spare parts should be liberalized. Devel- 
opment planning should be modified and directed 
mainly toward projects that would yield quick results. 

In his remarks on banking developments in the ten 
years since the State Bank was established, the Gover- 
nor stated that the number of bank offices—which had 
dropped sharply after partition—had increased from 
195 in July 1948 to 307 in June 1958, with the share 
of Pakistan bank offices in the total rising from 25 to 
232. In June 1958, Pakistan banks claimed 61 per 
cent of total bank deposits in Pakistan and 70 per cent 
of total bank credit. Two new institutions were estab- 
lished during the year: the Agricultural Bank, to pro- 
vide credit to farmers and persons generally engaged in 
agricultural occupations, and the Pakistan Industrial 
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Credit and Investment Corporation, to provide credit 
to private industry (see this News Survey, Vol. X, 
pp. 29 and 201). 


Source: Dawn, Karachi, Pakistan, September 13, 1958. 


Far East 


Canadian Loan to India 

Canada has agreed to supply 141,000 tons of wheat 
and about 35,000 tons of fertilizer to India. The 
greater part of the shipments of the two commodities 
is expected to be made during October. The wheat is 
being supplied under a new scheme, “Food For All 
Countries,” sanctioned recently by the Canadian Par- 
liament, which will make wheat available to needy 
nations on more or less commercial terms that include 
a deferred payments clause. No payment will be made 
in the first three years, but after that period the interest 
installments will fall due. The principal, which in this 
case is Can$8.8 million, is to be repaid over ten years. 
Source: Reserve Bank of India, Indian News Digest, 

Bombay, India, October 1, 1958. 


Loan to Ceylon from Mainland China 

A loan of Rs 50 million (US$10.5 million), granted 
to Ceylon by Mainland China in September, is to be 
made in four annual installments in the form of equip- 
ment, materials, or other supplies required by Ceylon 
and which can be supplied by Mainland China. A joint 
committee to be appointed by the two Governments 
will decide yearly the amount of loan installment for 
each year and the specific kind and quantity of the 
supplies. The total loan is to be repaid in ten equal 
installments from 1961 either in the currency of a third 
country agreed upon by both parties or in exports from 
Ceylon acceptable to Mainland China. The rate of 
interest on the loan is 2.5 per cent and is payable each 
year. 
Source: Ceylon News, 

ber 25, 1958. 


Production of Jute Goods in Viel-Nam 

Viet-Nam has ordered new machinery, including 
high-speed rotary looms, which will make it possible 
to increase output of jute bags from 7,000 units to 
10,000 units per day, and thread production from 45 
tons to 90 tons per month. It is also expected that, 
with the new equipment, production of rope will reach 
800 kilograms per day by March 1959. The new 
machinery, ordered in the United Kingdom and France 
and financed by U.S. aid, will allow Viet-Nam to attain 
self-sufficiency in jute products. Viet-Nam’s production 
of jute articles includes rice, sugar, paddy, corn, and 
coffee sacks, and jute thread. 
Source: The Times of Viet-Nam, Saigon, Viet-Nam, 

October 1958. 


Colombo, Ceylon, Septem- 


Iron and Steel Exports from Japan 

According to the Japanese Iron and Steel Industry 
Association, Japan exported 804,000 metric tons of 
iron and steel products, valued at US$130 million, in 
the first half of 1958. This compares with exports of 
451,000 metric tons valued at $98 million in the same 
period of 1957. Although exports fell somewhat in 
May and June, principally as a result of the suspension 
of trade with Mainland China, they were at a higher 
rate than had been expected when the goal of 1,319,000 
metric tons was set for the current fiscal year, April 
1958-March 1959. 

Purchases by most of the principal buyers of Jap- 
anese iron and steel were larger in the first half of 1958 
than a year earlier. U.S. purchases were 102,000 
metric tons (23,000 tons in the first half of 1957), and 
those of Mainland China also were 102,000 tons 
(5,000 tons in the first half of 1957) despite the 
cessation of trade after the middle of May 1958. 
Indian purchases declined from 189,000 tons to 
141,000 tons, but India remained the largest single 
purchaser. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, September 27, 
1958. 


United States and Canada 


Economic Developments in the United States 

The seasonally adjusted index of industrial produc- 
tion in the United States rose one point in September, 
to 137 per cent of the 1947-49 average. This was the 
smallest monthly increase since recovery from the re- 
cession began last April; between April and August, 
the average increase was 2.5 points per month. The 
small increase in September was due to a sharp decline 
in automobile output, resulting mainly from strikes 
and the long period of shutdown as changes were being 
made to new models. Output of most other durable 
goods increased during the month. Steel mill operations 
rose from 61 per cent of capacity in August to 66 per 
cent in September and to 72 per cent in early October. 
Output expanded also in nondurable goods industries 
and in minerals. 

Private housing starts im September were at a sea- 
sonally adjusted annual rate of 1,220,000, the highest 
since October 1955. For the first nine months of this 
year, private housing starts exceeded those during the 
comparable 1957 period by 7 per cent. The increase 
is attributed to the rise in homes built with the assist- 
ance of FHA-insured financing. 

Unemployment dropped by 600,000 between Aug- 
ust and September—twice the normal seasonal amount. 
Total unemployment was therefore lowered to 4.1 mil- 
lion. About one half of the decline resulted from the 
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high rate of hiring of workers 25 years old and over. 
This was the first significant drop in unemployment 
among adult workers since the beginning of the reces- 
sion. While unemployment fell, total employment also 
fell by more than 700,000, to 64.6 million persons. 
This decline was due entirely to the customary Sep- 
tember withdrawal of students from the labor force and 
to an early autumn lull in farm activities. Manufac- 
turing employment rose more than seasonally; hiring 
was especially active in the durable goods industries. 

Margin requirements for security purchases in the 
United States were raised from 70 per cent to 90 per 
cent, effective October 16. The increase to 70 per cent, 
from 50 per cent, had been made in August 1958 (see 
this News Survey, Vol. XI, p. 47). The 90 per cent 
rate is the highest since 1947, when margins were fixed 
at 100 per cent. The two increases this year followed 
a sharp rise in credit for the purpose of buying securi- 
ties. In September, outstanding credit for this purpose 
was $4.3 billion, the highest figure since the 1920's. 
The recent action reflects the Board’s desire to shift 
credit from the stock market to other sectors of the 
economy. Concern has been expressed at the decline in 
government bond prices and rising interest rates which 
have resulted in part from the substitution of stocks 
for bond purchases. 


Sources: The Wall Street Journal, New York, N. Y., 
October 13, 15, and 16, 1958. 


U.S. Sugar Quota 


The U.S. Department of Agriculture has increased 
the sugar quota by 100,000 tons, to 9.2 million tons. 
This is the fourth increase this year, made in an effort 
to resist price increases. The third increase in the quota 
had been announced early in October. Recent price 
increases have been due to demand for raw sugar sup- 
plies by East Coast and Gulf refiners. Since sugar from 
the domestic cane crop has been delayed by fall rains, 
the demand for imported sugar has risen. 

Source: The Wall Street Journal, New York, N. Y., 
October 15, 1958. 


Canada’s Foreign Trade 

Canada’s commodity imports in August were some 
17 per cent less than in August 1957, with imports 
from the United States accounting for almost four fifths 
of the decrease in the total. During the first eight months 
of this year the value of imports was $3.4 billion, 12 
per cent below the value in the corresponding period 
last year. Exports in August were 5 per cent less than 
a year earlier. For the January-August period, how- 
ever, they were $3.2 billion, fractionally above last 
year’s value; and the trade deficit was reduced in this 
period to $174 million, from $640 million in the 1957 
period. The deficit with the United States was less 


than 60 per cent of last year’s figure, and the export 
balance with the United Kingdom improved somewhat, 
owing to slightly higher exports. Exports to other 
Commonwealth countries rose by one third; and since 
imports from that area decreased, there was a surplus 
of about $60 million this year, in contrast to a small 
deficit in 1957. Both exports to and imports from 
other countries declined slightly, and the balance re- 
mained practically unchanged. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, October 6, 1958. 


Latin America 
Lag in Chile's Stabilization Efforts 


Measures taken by the Chilean Government to check 
inflation have been noticeably weakened, and indica- 
tions are that inflationary pressures will continue. 
Continued expansion of bank credit in the first eight 
months of 1958 led to an increase of 25.3 per cent 
in the money supply, and the consumer price index rose 
by 21.5 per cent. The government deficit remained an 
important cause of inflation, and the proposed budget 
for 1959, submitted to the Congress, gives little hope 
of eliminating a sizable budgetary deficit next year. 

The foreign payments position has continued to 
deteriorate, chiefly as a result of a sharp fall in copper 
prices—Chile’s main export—from an average of 
US$0.3170 per pound in the first half of 1957 to 
US$0.2232 in the first half of this year. According to 
shipment statistics of the Foreign Exchange Commis- 
sion, exports dropped to the equivalent of US$162.6 
million in the first six months of 1958, from $245.8 
million a year earlier. 

Exchange reserves remained at a precarious level in 
the first nine months of this year, and the payments 
deficit was met largely by foreign loans. The recent 
strengthening in world prices for copper and growing 
signs of industrial recovery in the United States are 
raising hopes for increased foreign exchange earnings 
from copper exports. 

Sources: Camara Central de Comercio de Chile y 
Camara de Comercio de Santiago, El Informa- 
tivo, Santiago, Chile, September 17, 1958; 
Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., Octo- 
ber 20, 1958. 


Investment in Argentine Oil Industry 

A group of U.S. business firms have agreed to invest 
$800 million in the Argentine oil industry. About two 
thirds of this amount will be for drilling wells and con- 
structing a pipeline from the oilfields to Buenos Aires. 
The remainder will consist of credits for (1) the acqui- 
sition by the Argentine Government of machinery and 
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materials needed for the development program, (2) oil 
imports from the United States during the development 
period, and (3) outlays for such auxiliary works as 
roads and communications. A German firm is extend- 
ing $150 million in credit, also for oil development 
purposes. The total development program is expected 
to cost about $1 billion over an eight-year period. 
It is designed to enable Argentina to achieve self- 
sufficiency in oil. The country’s oil deficit now amounts 
to more than $350 million per year. 


Source: The Journal of Commerce, New York, N. Y.., 
October 16, 1958. 


Other Countries 


Intensification of New Zealand Import Restrictions 

The Minister for Customs of New Zealand has an- 
nounced that imports will be cut further next year. 
Licenses to import essential materials or goods, which 
until now have been granted for unlimited quantities, 
will be replaced by percentage allocations, usually less 
than 100 per cent of imports in 1957, which was a year 
of high imports. For other products, the year 1956— 
a period of low imports—will be retained as the base 
year for the licensing system. 

The reintroduction of quota controls on essential 
imports is believed to be due to the fact that, in some 
cases, there was much overimporting this year, leading 
to great pressure on overseas funds. 

Source: The Journal of Commerce, New York, N. Y.., 
October 7, 1958. 





Fund Executive Directors 

At the Thirteenth Annual Meeting of the Fund, held 
in New Delhi, India, the following Executive Directors 
were elected to represent the countries indicated: 

Eero Asp (Finland): Denmark, Finland, Iceland, 
Norway, Sweden 

B. B. Callaghan (Australia): Australia, Union of 
South Africa, Viet-Nam 

Otmar Emminger (Germany): Federal Republic of 
Germany 

Rodrigo Gomez (Mexico): Costa Rica, Cuba, El 
Salvador, Guatemala, Honduras, Mexico, Nicaragua, 
Venezuela 

Carlo Gragnani (Italy): Greece, Italy, Spain 


Felipe Herrera (Chile): Argentina, Bolivia, Chile, 


Ecuador, Paraguay, Uruguay 

Pieter Lieftinck (Netherlands): Israel, Netherlands, 
Yugoslavia 

Octavio Paranagua (Brazil): Brazil, Colombia, Do- 
minican Republic, Haiti, Panama, Peru 
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Ahmed Zaki Saad (United Arab Republic): Afghan- 
istan, Ethiopia, Iran, Iraq, Jordan, Lebanon, Pakistan, 
Philippines, Saudi Arabia, Sudan, United Arab Re- 
public 

Soemarno (Indonesia): Ghana, Indonesia, Libya, 
Malaya, Morocco, Tunisia 


Andre van Campenhout (Belgium): Austria, Bel- 
gium, Korea, Luxembourg, Turkey 


Takeshi Watanabe (Japan): Burma, Ceylon, Japan, 
Thailand 


The elected Executive Directors assume office on 
November 1, 1958. Ireland abstained from voting in 
the election, and its votes may not therefore be cast by 
an Executive Director. 


The Board also includes six Executive Directors 
appointed by the United States, the United Kingdom, 
China, France, India, and, at the time of the recent 
election, Canada. These Directors are currently Frank 
A. Southard, Jr. (United States), G. F. Thorold (United 
Kingdom), Beue Tann (China), Jean de Largentaye 
(France), B. N. Adarkar (India), and Louis Ras- 
minsky (Canada). 


Resolution on Resources of the Fund 

The following Resolution on the resources of the 
Fund was submitted October 4, 1958 by the Governor 
for the United States and approved by the Board of 
Governors on October 7, 1958: 


RESOLVED: 


That the Executive Directors promptly consider the 
question of enlarging the resources of the Fund through 
increases in quotas and that, if, having regard to views 
expressed by Governors and considering all other 
aspects of the matter, they find that action to carry 
out such increases would be desirable, they submit an 
appropriate proposal to the Board of Governors for 
action either at a meeting of the Board or by vote 
without a meeting, as the Executive Directors may 
determine. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 
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